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Abstract

The present study aimed to examine the effect of tax avoidance on the coping
strategies of audit risk (namely prolonged audit report lag, enhanced audit fee,
and auditors’ modified opinion) regarding the moderating role of the readability
of financial statements. The statistical sample is made up of the TSE-listed
companies between the years 2012 and 2020. Research hypotheses are tested by
using panel data and applying multiple-linear and logistic regression.The
findings revealed no significant relationship between tax avoidance with audit
report lag and audit fee; however, tax avoidance and modified opinion were
positively correlated. This means that an increase in tax avoidance enhances
modified opinion. The readability of financial statements with text length proxy
also had a weakening effect on the relationship between tax avoidance and
modified opinion.The result indicates that auditors primarily use modified
opinion (qualified or disclaimer of opinion) so as to cover the tax avoidance risk.
This could be due to the fierce competition surrounding audit fees in Iran or the
low level of auditor’s bargaining power, since audit report lag is correlated with
audit effort, and audit effort is affected by the audit’s timing constraints and audit
fee.

Keywords: Audit fee, Auditors’ modified opinion, Audit report lag, Tax
avoidance, Financial statements readability.
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